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KEY ECONOMIC INDICATORS, SWEDEN, SEPTEMBER 1975 


All values in millions U.S. Dollars Exchange rates: 
1973 U.S. $1.00 = Skr 4.35 
1974 U.S. $1.00 = Skr 4.43 
1975 See Footnote 1 


A B Cay © 2y = Sy 
1973 1974 1975 % Rate of 
Change Growth 
INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices (forecast) 50,363 55,833 61,416 +10.0 
GDP at Constant 1968 Prices 37,998 38,863 38,863 
Per Capita GDP, Current Prices 6,184 6,828 7,494 . 
Plant & Equipment Investment 3/ 
(forecast) 5749 1, 9.2 2,477 
Indices: 
Industrial Production (1968=100) 
(1-6/75) Lae 35 ‘ 
Average Labor Productivity (1972=100) 107 104 
Avg. Industrial Wage (1947=100) 
(1-5/75) 876.6 984 
Disposable Personal Income 5 28,376 32,625 
Employment (000's) (8/75) 3,879 3,962 
Avg. Unemployment Rate (%) (8/75) nae 2.0 


MONEY AND PRICES se 
Money Supply (6/75) 32,205 34,596 39,9695 
Public Debt Outstanding (9/75) 13,790 13,999 16,827 
External Debt (net) ne 0 0 2,239 
Interest Rates: 
Central Bank (8/75) 
Commercial Banks, Prime 
Indices: 
Retail Sales(1970=100) (1-8/75) 124 +12.9 
Wholesale Price(1949=100) (8/75) 242 +4.5 +1.4 
Consumer Price(1949=100) (8/75) oo, #i2.1 %#1090.0 
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BALANCE OF PAYMENTS AND TRADE 

Gold & For. Exch. Reserves (8/75) 2,670 1,879 2,035 £52.97 

Balance on Current Account (6/75) 1,220 -980 -628 -170.0 

Balance of Trade (8/75) i,oot -555 -572 2 

Exports, FOB (8/75) 10,652 15,800 11,531 $3.6 =-0,7 
US Share (7/75) 740 845 S92 £113.50 41.8 

Imports, CIF (8/75) lZ,229 45,890 12,2302 +6.2 +4.3 
US Share (7/75) 702 1,037 695 413.0 +4.3 
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Main imports from U.S. (Jan.-June 1975) in millions of dollars: Food and 
beverages, 47.1; Raw materials excl. fuels, 44.6; Chemicals, pharmaceuticals 
& plastics, 63.1; Manufactured goods, 77.0; Non-electrical machinery & 
equipment; 176.2; Electrical machines and applicances, 69.2. Sources: 
Central Bureau of Statistics, Central Bank of Sweden, and Economic Research 
Institute. Footnotes: 1/ Conversions were made at the average exchange rate 
for the period January through August 1975, U.S. $1.00=Skr 4.02. Average 
monthly market exchange rates in 1975, Jan-Sept, respectively: U.S. $1.00= 
Sere Ss03, 32.97, 3591, 3497, 3293, 3501, 4.44, 4.23, 4.83. 2/ Calculated, 
where applicable, on basis of amounts in Swedish kronor. 3/ Total machinery 


investment in mining and manufacturing, excluding water, gas and 
electricity works. 





SUMMARY 


The downturn in the Swedish economy began about a year later than in other 
industrialized countries. Led by a contraction of the Swedish export markets, 
the recession has so far been relatively mild, due mainly to strong domestic 
demand, It has brought in its wake sharp deficit accumulations in the trade 
and current accounts, a decline in production, and some weakening of employ- 
ment. Recent data point to the likelihood that the economy will show no 
growth in 1975. Expectations are that the business cycle will turn up, at 

the earliest, in the second half of 1976, 


Government policy aims at encouraging domestic investment and sustaining em- 
ployment. The Central Bank has eased the credit market and urged commercial 
banks to give priority to industrial borrowers. The Government has released 

a set of investment funds into which firms had earlier deposited a portion 

of their profits. It is giving grants to companies to train redundant workers 
and it is subsidizing the buildup of inventories. Accordingly, opportunities 
for American business, though reduced, should remain comparatively attractive 
in Sweden. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


The downturn in Sweden accelerated as 1975 has progressed. 


Depressed Foreign Demand Slows Down Sweden's Economy 


The Swedish recession is export-led, Highly dependent on exports, the country 
sold abroad more than one-half of its industrial output in 1974, Swedish 
sales to the industrialized countries--over 80 percent of Sweden's total 
market--increased only 3 percent in value in the first half of 1975 compared 
to the same period in 1974. The impressive gains Sweden is making in the 
smaller markets in Eastern Europe and in the developing countries, particu- 
larly in the oil-producing countries, compensate only partly for the flatness 
of its industrialized markets, 


Especially disappointing were sales of such major Swedish exports as sawn 
and planed wood products, ferrous and nonferrous metals, and pulp and paper. 
But the value of Swedish exports of electrical and non-electrical machines 
and apparatus, food products (especially grain), and road vehicles increased. 


Swedish imports rose more rapidly in the first half than exports. Imports 
from the industrialized countries rose 22 percent in value compared to the 
same period last year. These countries supplied 84 percent of Swedish imports, 
by value. The United States supplied only 6.3 percent. 


Sweden is likely to have a record trade deficit this year. By the end of 
August, the deficit had climbed to Skr 2.3 billion.* It could reach Skr 4.0 
billion by year end, 


The invisibles account, which is traditionally in deficit, is likely to be 
more deeply in the red than usual, due to a decline in shipping revenues. 


* See Footnote 1, Table of Key Economic Indicators, for information 
about exchange rates, 
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The current account, overall, could be in deficit by as much as Skr 8 
billion, compared to Skr 4.4 billion in 1974, 


Economy Depends on Domestic Demand for Support 


Sweden has been fortunate that demand at home has remained strong. The 
depth of the recession in Sweden will depend to a significant degree on how 
well domestic demand holds up. 


Household consumption has been remarkably buoyant. There has been a 4+5 
percent increase in real disposable income due to the high wage settlement 
reached in the late spring and to the transfer of certain charges for social 
benefits from worker to employer. Department store sales are breaking all 
records. Passenger car sales are up. How long will the buying last? The 
Government hopes that household demand will remain strong at least until 
foreign demand picks up. (A reduction in personal income taxes averaging 
about Skr 1,600 per taxpayer in the middle-income range, effective January 
1, 1976, should help in this area.) 


It has also had this hope with respect to industrial investment. The inten- 
tions of firms to invest have weakened somewhat, however. On the basis of 

a survey of firms made in August, it was estimated that investment would 
increase 6-7 percent in 1975, compared to 10 percent estimated in May. A 
rate of 6-7 percent is not bad in a depressed period; it may, however, be 
too optimistic an expectation, 


Production Lags, Unemployment Rises Slightly 


Inflows of new orders began to decline in the second half of 1974 and fell 
off rapidly afterwards, especially for export goods. The pulp and paper, 
iron and steel, and textile industries experienced sharply reduced order 
inflows, even in the home market. Only a few industries, including the 
electrical industry, reported increased or unchanged rates of new orders. 


The private Confederation of Industries believes that industrial production 
could be 2-2.5 percent lower this year than last, Cutbacks have been una- 
voidable in the pulp and paper industry, in iron, steel, and nonferrous 
metal works, and in the wood and wood products industry; these sectors anti- 
cipate further production cuts in the second half. Production has been in- 
creasing in the engineering industry, but unused capacity abroad clouds 


market opportunities for this sector, too. Shipyards are busy filling past 
orders. 


A greater decline in production and capacity utilization would have occurred 
if Swedish industry had not been engaged in a widespread buildup of inven- 
tories since the end of 1974, 


Despite the overall drop in production, employment held up well through the 
end of the summer, The unemployed were only 1.6 percent of the labor force 
in mid-August, 
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There is, however, hidden unemployment in Sweden and signs of a weakening 
in the labor market. The number of job vacancies has dropped slightly. 
Layoffs have been unavoidable in the most severely affected sectors -~- 
pulp and paper, wood, and iron and steel, Many plants are not hiring new 
workers. The Security of Employment Act, effective July 1, 1974, intro- 
duced as a measure to safeguard workers’ employment rights, probably re- 
sulted in maintaining employment at higher levels than otherwise. The law 
requires employers to give up to six months' notice to employees before 
dismissal, The rate of dismissals therefore may begin to increase this 
winter when statutory notice periods are more commonly reached. 


Domestic Factors Contribute to 10% Inflation 


The softening of the economy has not yet lowered inflation. Consumer prices 
rose 11.9 percent in the 12-month period ending in July. The Government's 
National Institute for Economic Research believes that the rate of inflation 
will be about 10 percent for 1975, as it was in 1974; this takes account 

of the recent OPEC oil price increases of 10 percent, 


Almost all the inflation experienced in 1974 was imported, the result of 
higher prices for oil and other commodities. In 1975, at least half of 
Swedish inflation is coming from domestic sources, particularly from the 
wage settlement. 


The nationwide collective wage agreement for private industry signed in the 
spring resulted in an increase of 15 percent in the wage costs of employers 
for calendar year 1975. This increase includes a 4.2 percent increase in 

the contribution of employers to the social benefits of workers and a 10.3 
percent increase in the cash wages of workers, before taxes. The agreement 
also provides for a 10.3 percent increase in the employer's wage bill in 
1976, including a 6.8 percent increase in cash wages and a 3.4 percent in- 
crease in social contributions. The high wage agreement will be an important 
component of Swedish inflation this year and next. 


Government Acts to Encourage Investment, Sustain Employment 


Government policy is concerned with encouraging industrial investment and 
sustaining employment through mild monetary and fiscal measures, 


The Government has eased the credit market to enable banks to meet the 
capital needs of Swedish companies for investments and for the buildup of 
inventories; released investment funds into which firms had earlier been 
required to deposit a portion of their profits; and partially subsidized 
inventory buildup to maintain employment. 


To finance the large current account deficit of 1974, the Central Bank en- 
couraged foreign borrowing by tightening domestic credit. It succeeded. 
By late spring, the Bank begam to counsel companies and local authorities 
to slow the rate of increase of their foreign borrowing. Net capital 
imports -amounted to about Skr 8 billion in the first eight months of 
1975. Foreign exchange reserves of the Central Bank and commercial banks 
amounted to Skr 12.2 billion at the end of August, 
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The improved international payments account stimulated the Central Bank to 
ease the credit market in August in response to signs of declining production 
and employment. On August 22 it lowered the discount rate from 7 to 6 
percent and removed the ceiling imposed earlier on commercial bank lending. 
The Bank has urged commercial banks to give priority to industrial borrow- 
ers intending to build up stocks as well as to expand productive capacity; 
this advice is designed to safeguard employment and to prepare industry to 
meet growing demand when the international economic situation improves. 


On the fiscal side, the Government has released investment funds into which 
firms had been required previously to deposit a portion of their profits 
with an eye to using them as anti-cyclical expenditures and also to moder- 
ating demands for wage increases during the last round of negotiations. 

The total value of the funds amounts to about Skr 7 billion, of which Skr 

3 billion is in a fund for general investment purposes, Skr 2 billion in a 
fund for improvement of the working environment, and Skr 1.5 billion in 
special funds intended, for example, to raise efficiency of energy consump- 
tion by industry. There are indications that the Government would ask 
Parliament to enact tax deductions for industrial investments if the busi- 
ness cycle required this stimulus, 


The Government has introduced measures to assist employers to keep their 
workers despite declining demand,and measures to help the workers. It has 
offered to subsidize 20 percent of the cost of inventory buildup over an 
estimated "normal" inventory level during the twelve-month period beginning 
July 1, 1975, provided a firm does not lay off employees. It gives grants 
to firms which put unneeded workers into training instead of dismissing 
them; assists local authorities, who are bound not to raise taxes in 1976 


and 1977, to finance the salaries of their employees; gives vocational train- 
ing and re-education to the unemployed; and maintains work-relief projects, 
and provides unemployment benefits, recently increased. 


Employment will be a sensitive political concern to the Government as the 
general elections of September 1976 approach. The Congress of the govern- 
ing Social-Democratic Party held in September 1975 agreed that the Party 
would not recommend any further expensive economic stimulants. Whether or 
not the Social-Democrats will be able to hold to this decision depends on 
the severity of the recession in the coming months. 


B. IMPLICATIONS FOR THE UNITED STATES 


Opportunities for American business, though not so bright in the coming 
months, will remain substantial, By easing credit, releasing investment 
funds, and subsidizing inventories, the Government is encouraging firms to 
prepare themselves to take prompt advantage when the upturn comes to 
Sweden's foreign markets. 


American Banks May Have Less Business 


American banks may now expect to encounter lower demand for foreign funds 
than existed a few months ago. The Government's easing of the domestic 
credit market is intended to substitute domestic credit for foreign to a 
large extent. If the current account does not improve rapidly in 1976, 
Sweden might have to resume its foreign borrowing. 
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Sweden Remains Neutral Toward Foreign Investment 


The Swedish Government neither encourages nor discourages foreign investment 
in the country. However, the takeover of existing Swedish firms by foreign 
transnational companies has become a subject of sensitive public concern. 


Many American companies have sales offices in Sweden and some have manufact- 
uring facilities. The current book value of American direct investment in 
Sweden is not known, According to estimates of the U.S. Department of 
Commerce, it amounted to $726 million in 1972, of which $318 million was 
investment in petroleum, $261 million in manufacturing, and $147 million in 
other industries, 


Investment Intentions Suggest Satisfactory Market for American Goods. 


The stated intentions of industry to invest are encouraging despite the 
downturn. Demand for machinery and equipment in which Americans are 
especially competitive should remain satisfactory: 


Computers and peripheral equipment (EDP) 
Special opportunities: input-output devices, multiplexers, modems, 
random access storage devices, EDP-related air-conditioning equipment. 


Firms based in the United States supply about 31 percent of Swedish 
imports of this equipment; if U.S.-name equipment manufactured else- 
where is added, the total is around 90 percent of Swedish imports. 


Electronic components 


Special opportunities: semiconductor integrated circuits, especially 
monolithic digital and analog circuits; rack and panel connectors; 
fixed capacitors and condensers; traveling wave electron tubes; 
silicon zener diodes; coaxial connectors. 

The U.S. is the largest supplier of semiconductors and tubes to Sweden, 

more than tripling exports from 1972 to 1974, when they reached about 

$38.6 million in value. 


Metalworking equipment 


Special opportunities: numerical control machinery centers, gear-cutting 
machines, drilling machines, hydraulic and pneumatic presses, parts 
and accessories for resistance welders and power-driven hand tools. 


The healthy rise in Swedish purchases of metalworking equipment in 1974 
is expected to be the beginning of strong investment in this sector 
lasting through 1977-78, notably in the major expansion of Norrbottens 
J¥rnverks AB (NJA) steel plant in Lule&. Companies are increasingly 
interested in installing numerical control equipment, 


In addition, Sweden offers important opportunities for American exporters of 


Process control equipment 

Electronic production and testing equipment 
Building/construction supplies and equipment 
Business machines and systems 





Energy systems 

Health-care instruments and equipment 
Avionics and aviation support equipment 
Printing and graphic arts equipment 
Laboratory instruments 

Communications equipment 
Food-processing and packaging equipment 


U.S. Trade Center Helps Sell American Products Throughout Scandinavia 


The United States Trade Center for Scandinavia, in downtown Stockholm, 
puts on topical exhibitions of American products. Exhibitors pay a 
moderate fee to participate. The Trade Center identifies and surveys 
the market and pinpoints possible customers and qualified prospective 
agents in all four countries before each show. 


The following exhibits are scheduled at the Center for the remainder 
of the 1975-76 season: 


1975 


December 8-12 Advanced Business Equipment and 
Materials 


1976 
February 3-6 Laboratory Instruments 


March 16-19 Printing and Graphic Arts 
Equipment 


April 26-30 Food Processing and Packaging 
Equipment 


May 17-21 Health-Care Instruments and 
Equipment 


June 1-4 Energy Systems 


Information about these shows may be obtained from the Office of 
International Marketing, Bureau of International Commerce, U.S. 
Department of Commerce, Washington, D.C. 20230, or from any District 
Office of the Department of Commerce. 


W UsS. GOVERNMENT PRINTING OFFICE: 1975~210-946/45 3-1 








